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INTERNATIONAL 
Financial News Sur rey 


——_ ttre 
INTERNATIONAL MONETARY FUND . February 4; eet 


The Bank of England’s discount rate was raised from 
3 to 3% per cent on January 27. The change restores 
the rate to the level from which it was reduced in May 
1954 and is the first official move toward dearer money 
since Bank Rate was raised from 21% to 4 per cent to 
meet the economic crisis of 1951-52. The present change 
is not a crisis measure. Its purposes appear to be to 
consolidate recent increases in money market rates, to 
put an end to uncertainties about future monetary trends 
in the United Kingdom, to counteract possible inflationary 
tendencies, and to help correct the recent weakness in 
sterling. As such, it may be construed as a demonstration 
that flexibility in monetary policy works both ways and 
that the lights have turned to a pale “amber.” 


The adjustment of Bank Rate has been followed by 
changes in interest rates for most classes of financial 
business. The London clearing banks raised their deposit 
rate from 1% to 1% per cent, and reduced the minimum 
notice of withdrawal period from 21 to 7 days. They 
raised their basic rate for regular loans to the discount 
market to 1%4 per cent against all types of security, 
whereas formerly they had charged 114 per cent against 
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U.S. Senate Report on Coffee Prices 


The special subcommittee on coffee prices of the U. S. 
Senate Committee on Banking and Currency has decided 
not to recommend that trading in coffee futures on the 


| New York Coffee and Sugar Exchange be placed under 


the control of the Commodity Exchange Authority (CEA). 
The Federal Trade Commission had filed a complaint 
against the Exchange, hearings being scheduled for Janu- 
ary 27. At the Conference of Ministers of Finance or 


| Economy of the American Republics held in November 


1954 in Rio de Janeiro, a committee was established 
which included representatives of the producing coun- 


| tries and of the United States. This committee is to study 


the possibility of adopting measures of international 
cooperation capable of reducing the range of fluctuations 
of coffee prices and keeping them within limits satisfac- 


| tory for producers and consumers. Any decision regard- 


ing the subjection of trading in coffee futures to the 
CEA has therefore been postponed “until it is determined 


| whether the objectives of this committee can be attained 


either through FTC action or through action of the inter- 
American committee. . . .” 
The subcommittee concluded that a rise in the price 


Increase in U.K. Bank Rate 











Treasury Bills, 14% per cent against bank bills, and 154 
per cent against short-term bonds. The discount houses 
raised their buying rates for bank and trade bills by 
about 14 per cent all round. Bank overdraft rates were 
raised by '% per cent for first class industrial borrowers, 
since in these cases agreements with customers establish 
a fixed connection between Bank Rate and the overdraft 


rate; in some cases for 


rates may also be increased 
smaller borrowers. 

A \% per cent rise in Bank Rate had already been 
largely discounted in the discount and gilt-edged markets, 
the Treasury Bill rate and yields on long-dated govern- 
ment securities having previously risen to or beyond 
their levels of May 1954. Following the change, the 
yields on long-dated securities rose only slightly, but the 
Treasury Bill rate was raised at the weekly tender by a 
further 5/16 per cent. It appears that the discount houses, 
in submitting their tenders, were taking account of the 
possibility of a further rise in Bank Rate later. 
Sources: The Times, January 28, 1955, and The Finan- 
cial Times, January 28 and 29, 1955, London, 


England. 


of coffee was not surprising in view of the devastating 
frost in Brazil, but that the advance in prices was “far 
beyond that to be expected by the natural effect of the 
law of supply and demand.” The lack of accurate data 
by which crops are forecast contributes to the wide 
price fluctuations. The subcommittee regarded the prac- 
tices to. which the FTC had drawn attention as “of a 
sufficiently serious nature to warrant correction and that, 
furthermore, they contributed significantly to the spiral- 
The actions taken by the 
Brazilian Government in raising the loan rate, and sub- 


ing rise in coffee prices.” 


sequently in raising “the minimum export price” are 
described as “factors in the recent spiral of coffee prices.” 
Source: Special Subcommittee on Coffee Prices of the 

Senate Committee on Banking and Currency, 


Study of Coffee Prices, Washington, D. C., 1955. 


Europe 
EPU Settlements for November and December 1954 


The surpluses and deficits incurred in November and 
December by the member countries of the European 
Payments Union are shown in the accompanying table 


| PUBLIC LIBRARY 
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(the December figures include the semiannual interest 
payments and receipts) : 
Net Surplus or Deficit (-) of EPU Members 
(million units of account) 
November December 
Austria -13.2 -15.6 
BLEU 10.3 14.9 
Denmark — 0.5 5.9 
France 12.4 11.4 
Germany 10.8 23.8 
Greece - 13 2.2 
Iceland 0.1 - 0.1 
Italy -19.3 —23.2 
Netherlands 21.0 28.4 
Norway -11.8 - 9.3 
Portugal - 3.7 — 3.2 
Sweden -14.9 -13.4 
Switzerland 5.3 2.5 
Turkey — 0.2 - 3.0 
United Kingdom 5.2 —20.5 
The surplus for France in November was its largest 
monthly surplus since June 1952. This surplus brought 
France’s cumulative position for the period after June 30, 
1954 to a net surplus of 6.7 million units. Following the 
rule that the gold paid by France in settlement of deficits 
beyond its quota is recoverable to the extent that it has 
a net surplus for the period after June 30, 1954, 6.7 
million units in gold was repaid to France. The remainder 
of the November surplus (5.7 million units) was settled 
half in gold and half in credit. The December surplus 
was settled fully in gold in accordance with the foregoing 
rule. These gold settlements reduced the amount of gold 
paid by France for deficits beyond its quota to 351.3 
million units. 


The surpluses and deficits of the other member coun- 
tries were settled half in gold and half in credit, with the 
exception of Greece and Turkey whose balances were 
settled in gold. As a result of the December operations, 
the gold and convertible assets of the EPU declined by 
5.6 million units, to 422.9 million units. 


The bilateral amortization payments to creditor coun- 
tries in the EPU totaled 5.1 million units in November 
and 9.3 million units in December. In addition, Iceland 
made initial repayments totaling 1.4 million units to 
Belgium-Luxembourg, Germany, the Netherlands, and 
Switzerland. The bilateral amortization agreements be- 
tween Iceland and these four creditor countries provide 
for the repayment of a further 4.0 million units of Ice- 
land’s outstanding EPU debit balance. 

Sources: Organization for European Economic Coopera- 
tion, Press Releases, Paris, France, Decem- 
ber 14, 1954 and January 15, 1955. 


Steel Prices in the ECSC 


With the introduction on May 1, 1953 of the common 
market for steel in the European Coal and Steel Commu- 
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nity, steel enterprises in participating countries were free 
to set the prices of their products, but were obliged to 
publish prices. To allow some flexibility in the price 
system, the High Authority, as of February 1, 1954, made 
the following authorizations: Average deviations of 2.5 
per cent from the published list prices per product would 
be permitted for a period of 60 days. If after 60 days 
the average deviation did not exceed 2.5 per cent per 
product, the list prices of the enterprise concerned were 
not to be changed; otherwise, they would be adjusted to 
the actual prices. The French and Italian Governments 
opposed the decision of the High Authority and requested 
the Court of Justice of the ECSC to declare it void. 


On December 21, 1954, in its first decision, the Court 
of Justice judged that the treaty establishing the ECSC 
requires the publication of actual prices by the steel 
enterprises and that the High Authority has no authority 
to permit deviations from published list prices. Comply. 
ing with this decision, the High Authority requested the 
steel enterprises to publish, beginning January 24, 1955, 
their actual prices and every future change in those 
prices. It is expected that these decisions will lead to 
an increase in the published prices of steel enterprises 
in ECSC countries. 


Sources: La Libre Belgique, Brussels, Belgium, Decem. 
ber 22, 1954; The Journal of Commerce, New 
York, N. Y., December 28, 1954; Agence Eco- 
nomique et Financiére, Brussels, Belgium, Jan- 


uary 21, and 22, 1955. 


Norwegian Economic Policies 


The Norwegian national budget was submitted to Par- 
liament on January 15. The Government’s aim is to 
increase Norway's gross national product by 2 per cent 
during 1955, the major increase being expected from the 
manufacturing industries. It is estimated that total capital 
investments will decline by 2 per cent. For building and 
construction, the reduction will be 4-5 per cent, while 
investments in ships are ‘expected to increase by some 6 
per cent. Although 32,000-34,000 dwelling units will be 
completed in 1955, the volume of new housing will be 
cut by some 10 per cent. 


One of the most important objects of policy will be to 
reduce the balance of payments deficit to a level that can 
be financed by foreign loans and credits. For 1954, the 
deficit on goods and services account is estimated at 
NKr 1,170 million (US$164 million), compared with 
NKr 1,039 million in 1953. The main reason for the 
increase in the deficit was larger imports of ships, which 
were NKr 1,263 million in 1954, compared with NKr 886 
million in 1953. 


On certain assumptions. the Government believes it 
should be possible to limit the deficit to about NKr 550 
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million ($77 million) in 1955. In addition to an esti- 
mated deficit on current account, the national budget 
estimates foreign exchange commitments for capital pay- 
ments at NKr 225 million, bringing total financing re- 
quirements to NKr 775 million. Private foreign loans by 
shipowners and others are expected to provide about 
NKr 425 million, leaving NKr 350 million to be covered 
by government loans, drawings from EPU, and the use 
of foreign exchange reserves. At the end of 1954, Nor- 
ways total foreign exchange reserves were estimated 


at NKr 1,150 million ($161 million). 


The improvement in the balance of payments is ex- 
pected to come chiefly from larger exports; exports of 
commodities are expected to increase by 6 per cent, and 
gross freight earnings by about 10 per cent. The value 
of imports, excluding ships, is estimated to be slightly 
less than in 1954, while imports of ships will be some- 
what higher. Imports of automobiles and machinery and 
equipment will be reduced. 


The Government points out that the proposed measures 
may cause setbacks and inconveniences in several sectors 
of the economy. It believes, however, that it is far better 
to accept these hardships now than to risk that the 
foreign exchange situation later may compel much more 
radical measures. A substantial reduction in the external 
deficit is of greater importance to future employment and 
prosperity than any wage or price adjustments. 


Source: Royal Norwegian Information Service, News of 
Norway, Washington, D. C., January 20, 1955. 


Norwegian Credit Policy 


Although under a law of June 28, 1952 the King in 
Council has authority to introduce additional reserve 
requirements in Norway, this authority was not used 
until it was decided that, as of February 1, 1955, banks 
with operating capital of more than NKr 100 million 
would have to deposit an amount equal to 10 per cent 
of their demand deposits and their net sight liabilities 
against other domestic banks in a special demand deposit 
account in the Bank of Norway. For banks with operat- 
ing capital between NKr 10 million and NKr 100 million, 
the percentage is 5; and for banks with operating capital 
below NKr 10 million, there is no obligation. The banks 
have to make the necessary transfer within 30 days. 

On January 3, 1955 the Ministry of Finance issued a 
new detailed directive for the banks’ extension of credit, 
replacing a directive issued on June 22, 1952. It is now 
necessary both to reduce outstanding credit and to refuse 
new demands for credit to a much larger extent than 
hitherto. Furthermore, an increase in deposits must not 
form the basis for continued credit expansion. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, January 21, 1955. 


German Bilateral Balances 


The credit balances of Western Germany with the 
bilateral account countries again decreased in December 
1954, although at a slower rate than in previous months. 
At the end of December, their total was $98.34 million, 
the sharpest decreases during the month being accounted 
for by Egypt, Argentina, Czechoslovakia, and Hungary. 
The credit balances with Brazil, China, and Yugoslavia 
increased. The German bilateral debit of $6.06 million 
to Argentina is at first sight paradoxical, as Argentina 
is known to be heavily indebted to Germany. It is under- 
stood that in November $30 million of the Argentine 
debt was consolidated under conditions that have not yet 
been made public. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Jan- 
uary 20, 1955. 


German Foreign Trade 


Western Germany’s foreign trade reached a new peak 
in December 1954, when imports amounted to DM 2,036 
million and exports to DM 2,302 million. The expansion 
of foreign trade in 1954 far exceeded all expectations; 
imports increased by 21 per cent, to DM 19.3 billion, 
while exports increased by 19 per cent, to DM 22.0 bil- 
lion. The higher rate of increase for imports, compared 
with exports, was in contrast to 1953, when the reverse 
was true. Since the average prices of foreign trade com- 
modities were lower in 1954 than in 1953, the volume of 
imports in 1954 was 25 per cent greater than in 1953, 
and the volume of exports rose by 24 per cent. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Jan- 

uary 24, 1955. 


Yugoslav-Italian Agreements 


Negotiations between representatives of the Yugoslav 
and Italian Governments have resulted in a set of agree- 
ments. Among these is a reparation agreement accord- 
ing to which Italy undertakes to pay Yugoslavia $30 
million during the next three years. Although a separate 
accord will specify the precise manner in which this 
sum will be utilized, it is generally agreed that the funds 
will be used by Yugoslavia to purchase from Italy some 
thermo- and hydro-electrical equipment and certain parts 
for an automobile factory. 

Source: Agence Yougoslave d’Information, Les Nouvelles 
Yougoslaves, Paris, France, January 5, 1955. 


Middle East 
Export Pound in Egypt 


The Import Control Department of the Ministry of 
Finance in Egypt has announced that as from January 18, 
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1955 the Department will not issue any import licenses 
for goods involving payment through the “export pound 
accounts.” 


Source: Al Ahram, Cairo, Egypt, January 19, 1955. 


Oil Production in Saudi Arabia 


Crude oil production in Saudi Arabia during 1954 
amounted to 347.8 million barrels, or an average of 
953,000 barrels per calendar day, compared with 308.3 
million barrels, or an average of 844,642 barrels per 
calendar day, in 1953. Crude oil processed in the re- 
finery of Aramco at Ras Tanura during 1954 amounted 
to 79.8 million barrels, compared with 74.6 million 
barrels in 1953. 


Source: Arabian American Oil Company, Press Release, 
New York, N. Y., January 20, 1955. 


U.S. Direct Investments in Israel 


According to figures published by the U.S. Department 
of Commerce in a survey of direct U.S. investment abroad 
since World War II, a total of $54 million of direct 
private U.S. investment capital went to Israel during the 
five-year period 1949-53. At the end of 1948, the first 
year of Israel’s independence, the book value of U.S. 
investments in Israel was estimated at $2 million. Since 
then, Israel has attracted an influx of private U.S. capital 
averaging more than $10 million per year. 


Source: Israel Office of Information, /srael Digest, New 
York, N. Y., January 7, 1955. 


Pakistan Jute Production and Exports 


The East Pakistan Government has imposed a limita- 
tion of 5.5 million bales on jute production in 1955-56. 
This measure has been taken to maintain an economic 
price, and to ensure a better return to growers. Produc- 
tion of low quality jute has been banned completely. 

Total sales of raw jute in the current crop year to date 
are 3.4 million bales, of which 2.6 million have been 
shipped. It is estimated that the carry-over from last year 
is 1.2 million bales, and that the current year’s production 
will be 2.7 million bales. 


Source: The Financial Times, London, England, Janu- 


ary 20, 1955. 


Far East 


Small Savings in India 


Small savings in the form of post office savings and 
Treasury certificates have been on the upgrade in India 
since 1948-49. Net receipts in the period from 1948-49 
through 1953-54 totaled about Rs 2.1 billion (US$441 
million), or an average of about Rs 343 million per year. 
In the first three years, net receipts of small savings 
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averaged Rs 299 million per year, but in the remaining 

three years, which coincided with the first three years 

of the Five Year Plan, net receipts averaged Rs 388 

million, which is only slightly below the target set in the 

Plan. 

Source: Reserve Bank of India, /ndian News Digest, 
Bombay, India, January 1, 1955. 


Foreign Economic Aid fo India 


According to an official statement submitted to the 
Indian Legislature, the United States has alloted $60.5 
million for the supply of agricultural surplus commodi- 
ties, iron and steel railroad cars, and DDT. Canada 
has earmarked $13.5 million for the supply of 60 loco. 
motives and small thermal sets for the rural electrification 
program. Australia is delivering 1,000 meter-gauge rail- 
road cars, and New Zealand has allocated $250,000 for 
dairy equipment. 

Source: Reserve Bank of India, Indian News Digest, 


Bombay, India, December 16, 1954. 


Economic Developments in Burma 


In the third quarter of 1954, there was a continuing 
and drastic decline in Burma’s foreign exchange reserves, 
a reparations agreement was signed with Japan (on 
September 25), and old-crop rice which was to be shipped 
to India under an agreement between Burma and India 
was rejected on the score of quality. 


Burma’s foreign exchange reserves dropped from 
K 1.07 billion (US$225 million) at the end of 1953 to 
K 639 million ($134 million) on October 1, 1954. The 
decline was due to large extraordinary payments and 
increased payments for imports. Despite this decline, 
the internal economy remained stable with no signs of 
inflationary pressure. The Government’s increasing do- 
mestic expenditures were more than offset by the in- 
creased availability of consumer goods and the seasonal 
downward trend in the money supply. The Rangoon 
cost of living index fell from 338 (1941 = 100) in July 
to 325 in September, a fall of 7 points from September 
1953. 


Imports were heavy on account of the festival season 
and large government imports for development. Exports 
in the third quarter of 1954 were about one-fourth less 
than in the third quarter of 1953. However, for January- 
September 1954, rice exports were estimated at 1,110,000 
tons, compared with 855,700 tons in the corresponding 
period of 1953. The rejection by India of about 50 per 
cent of the 1952-53 crop rice offered by Burma made it 
evident that Burma would be left with the problem of 
disposing of some 300,000 tons of old-crop rice. 

The reparations agreement with Japan provides for 
goods, services and/or loans aggregating $250 million, 
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to be distributed over a ten-year period (see this News 
Survey, Vol. VII, p. 130). 

Preliminary forecasts indicate that rice and other 
agricultural production in 1954-55 will be roughly equi- 
valent to that of 1953-54. The Government Agricultural 
Bank, established in 1953, has substantially increased 
its loans to farmers, and this may increase production 
of such products as peanuts, jute, and coconuts beyond 
the amounts currently indicated. Actual transfer of land 
to cultivators under the Land Nationalization Act of 1948 
has made little progress. The production of sawn timber 
has increased, but the activities of bandits are still limit- 
ing production. Lead and zinc production has increased 
slowly but steadily in the one mine currently operating. 
Implementation of the Government’s Eight Year Develop- 
ment Program, especially in agriculture, has been steady 
but slow. Construction in housing and other lines has 
made progress. 


Effective October 1, a Commerce Development Corpo- 
ration was set up, with wide powers to assist Burmese 
private traders and to engage in trade either directly or 
through joint ventures with private firms. The Govern- 
ment has negotiated contracts or invited bids for various 
projects, including a silk-reeling plant, a rice-bran oil 
plant, an automatic telephone exchange for Rangoon, a 
pulp and paper mill, and vessels for the inland waterways. 
A government purchasing mission has visited Japan, the 
United States, and Europe to obtain supplies and serv- 
ices for transport and communications, construction ma- 
chinery, and industrial and laboratory equipment and 
supplies. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., December 27, 1954. 


Japan-Burma Rice Contract 


On January 6, Japan signed an agreement with Burma 
to purchase 220,000 metric tons (485 million pounds) of 
rice to be shipped by the middle of June 1955. Two 
stipulations of the agreement are that (1) a broken con- 
tent of 15 to 25 per cent will be allowed, depending on 
grade, and (2) the Burmese Government is to certify 
that all shipments are free of bacteria. The price varies 
according to the grade purchased, and is reported un- 
officially to average about £48 per metric ton ($6.00 per 
100 pounds) f.o.b. Rangoon. 

This contract is a continuation of the agreement entered 
into in 1954 for a four-year period, but requiring annual 
negotiation with respect to tonnage and price (see this 
News Survey, Vol. VI, p. 202). The 1954 contract called 
for 300,000 metric tons (660 million pounds). This 
amount was shipped prior to the beginning of the mon- 
soon season in order to avoid danger of deterioration. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., January 24, 1955. 


United States and Canada 


Economic Report of the President 


In his annual Economic Report to the Congress, Presi- 
dent Eisenhower discussed his philosophy of the role of 
government in economic growth and stability. Competi- 
tive markets, rather than government directives, are, 
as a rule, the most efficient instruments for organizing 
production and consumption. The Federal Government 
creates an atmosphere favorable to economic activity 
when it encourages private initiative, curbs monopolistic 
tendencies, avoids encroachment on the private sector, 
and carries out through private channels as much of its 
own work as is practicable. While experience shows that 
the Government can moderate economic fluctuations, there 
is yet no good basis for a belief that it can entirely 
prevent them. A democratic government needs time, es- 
pecially when current reports are conflicting, to meet a 
given economic situation. The effects of its actions re- 
quire time to work themselves out, and a government 
ought not to be continuously veering its course. 


The Report attributes the mildness of the 1953-54 con- 
traction and the subsequent recovery in large part to 
government policies which sought to stimulate business 
firms, consumers, and local governments to increase their 
expenditures, rather than to initiate new federal spending 
programs. Tax rate reductions on personal incomes in 
January 1954, combined with unemployment insurance 
payments and the automatic reduction of tax payments 
on reduced incomes, more than offset the decline in pro- 
duction income and enabled consumers to maintain pur- 
chases at a high level. A rate cut on corporate income 
taxes also offset much of the reduction in corporate in- 
come; without this it is unlikely that corporations would 
have increased their dividend payments during this period 
or maintained capital expenditures at so high a rate. 
Monetary policy was adjusted swiftly to changing condi- 
tions and helped materially to check the contraction. The 
easing of credit terms encouraged borrowing by private 
builders and by state and local authorities—although this 
borrowing expanded so rapidly as to entail some hazard 
to economic stability—and it also helped consumers to 
finance larger purchases. Another stabilizing factor was 
the rising trend of U.S. exports, attributable to expanding 
industrial output overseas and to the liberalization of 
foreign import policies. 


Now that economic recovery is under way, government 
policy should be directed toward fostering a sustainable 
rate of long-term growth, rather than toward injecting 
inflationary elements into the economy. Further legisla- 
tion is recommended to encourage competitive enterprise, 
strengthen economic ties with other countries, reinforce 
personal security, and provide needed public improve- 
ments. Such legislation would include a lowering of tax 
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rates, as economic expansion increases the revenues from 
existing tax rates, authority for expanding federal lend- 
ing to small business, and greater federal aid for re- 
search activities; freeing the channels of world trade (see 
this News Survey, Vol. VII, p. 221), technical and mate- 
rial aid to underdeveloped countries, and the fostering 
of foreign investment; expansion of the coverage and 
benefits under unemployment insurance and old age re- 
tirement, and an increase in minimum wage standards; 
and participation with local governments in improving 
housing conditions and meeting the need for such public 
works as schools and hospitals, roads, water facilities, 
and conservation and recreational works. 


Source: The Economic Report of the President, Trans- 
mitted to the Congress January 20. 1955, Wash- 
ington D. C., 1955. 


U.S. Interest Rates 


Increased investment demand in the United States 
during recent months has led to a rise in both short-term 
and long-term interest rates. The yield on 90-day Treas- 
ury bills, which had been under 25 of 1 per cent in June 
1954, averaged close to 1 per cent from September 
through November, rose seasonally to 1.17 per cent in 
December, and increased further, to 1.26 per cent, in 
January 1955, before dropping back to 1.13 per cent 
at the beginning of February. Rates on prime com- 
mercial paper of 4-6 months’ maturity, which averaged 
1.31 per cent from September through December, were 
raised by *% per cent in January. One factor in the 
higher level of short-term rates has been a rise in bank 
loans. From the end of August through January 19, 
commercial, industrial, and agricultural loans of weekly 
reporting member banks of the Federal Reserve System 
rose by $1.4 billion, in contrast to no net change during 
the corresponding period a year earlier. The loan 
expansion accompanied a sharp rise-in industrial pro- 
duction, from 124 per cent of the 1947-49 average in 
September to 130 per cent in December. Retail trade also 
expanded, averaging in December some 5 to 10 per cent 
above trade a year earlier. Illustrating the indication in 
December that Federal Reserve credit policy was under- 
going a “change of emphasis,” free reserves of all mem- 
ber banks (defined as excess reserves minus member 
bank borrowings) were reduced from more than $700 
million during the summer months to about $460 million 
for December and $410 million for January. 


Long-term interest rates responded more slowly to the 
changing conditions. From August to December, the yield 
on U.S. Treasury bonds of 1978-83 rose less than 1/10 
of 1 per cent from its low of 2.60 per cent; in January, 
however, it rose further, to 2.82 per cent. During the 
same period, yields on high-grade corporate bonds rose 
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from 2.87 per cent to about 2.95 per cent. Factors in 
this development were the continuing large supply of 
residential mortgages and municipal security offerings, 
and the market expectation of a new long-term offering by 
the U.S. Treasury; the latter was announced on Janu. 
ary 27 as a 40-year bond with a 3 per cent coupon. 


Sources: The Wall Street Journal, New York, N. Y., 
January 17, 19, and 24, 1955; Board of Gover. 
nors of the Federal Reserve System, Federal 
Reserve Bulletin, Washington, D. C., January 
1955. 


Canadian Income Trends 


During the first three quarters of 1954 the gross na- 
tional product of Canada, after allowance for seasonal 
movements, was at an annual rate of about $23.8 billion. 
On this nine-month basis, there was a decline of approxi- 
mately 2 per cent from 1953, and a similar result is 
forecast for 1954 as a whole. The decline was attribut- 
able mainly to a fall of $500 million in the value of crop 
production. The value of nonfarm output, on the other 
hand, changed very little after the small downturn at 
the end of 1953, and was approximately the same as 
in 1953. The volume of production declined slightly, 
since nonfarm prices were about 1 per cent higher than 
in 1953. 


Within the nonfarm sector there were marked but 
offsetting changes in the pattern of production. Manufac- 
turing production and construction activity declined, but 
output increased in the primary and service industries. 
The decline in manufacturing affected mainly durable 
goods and textiles; by the third quarter, however, in- 
ventories had been reduced, and there were signs of 
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revived activity in these trades and in the construction 
industry, 


Aggregate demand, apart from inventory investment, 
fell by only 1 per cent between the first three quarters 
of 1953 and 1954, declines in government expenditure, 
business investment, and exports being largely offset by 
increased consumer expenditures and housing outlays. 
There was a substantial liquidation of inventories, but the 
elects of these developments on domestic production 
were modified by a decline of more than 7 per cent in 
the value of imports. 


During the third quarter, unemployment rose to 4.1 
per cent of the labor force, against 2.1 per cent a year 
earlier, and employment was lower by 1 per cent. Never- 
theless, wage rates increased and labor income showed an 
increase of 2 per cent over the previous year. Farm 
incomes fell sharply, but most other sources of personal 
income increased and personal direct taxes fell. As a 
result, disposable incomes were only slightly lower than 
a year earlier. 


According to the Minister of Trade and Commerce, 
the signs of a revival in industrial activity that began 
to appear during the third quarter are likely to continue 
into 1955. Exports are expected to increase with the 
recovery of activity in the United States and with an 
increasing overseas demand for raw materials. Within 
Canada, construction activity may increase, although 
there may be a decline in outlays for machinery and 
equipment. Inventory liquidation, on the other hand, is 
likely to be less significant than in 1954. Such industries 
as textiles and electrical and industrial equipment are 


expected to experience continuing competition from im- 
ports, 


Sources: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditure, Third Quarter 
1954, Ottawa, Canada; The Gazette, Montreal, 
Canada, December 27, 1954. 


Latin America 


(redit for Development of Small Industry in Mexico 


The Fund (Fondo de Garantia y Fomento Industrial) 
established in Mexico at the end of 1953 to promote the 
extension of credit for small industries has produced the 
following positive results after a year of functioning: a 
decrease in the interest rate on loans, the disappearance 
of black market credit, an increase in production, and the 
voluntary association of the Government and _ private 
banks for the purpose of promoting small industries. 


The capital provided by the Government for the estab- 
lishment of the Fund is 75 million pesos. Assistance is 
provided to industries whose capital does not exceed 2.5 


million pesos. The Nacional Financiera acts as trustee. 
As of December 1954, 99 enterprises had received from 
the Fund credits totaling 18.5 million pesos. 


Financiera, S.A., El Mercado de 
Valores, Mexico, D. F., January 24, 1955. 


Source: Nacional 


Extension of Agreement Between Bolivia and Patino Mines 


The Bolivian Government has advised the Patino 
mining interests of its desire to extend the temporary 
agreement under which the former private owners of 
tin and tungsten mines receive compensation while pay- 
ment for nationalization is being worked out (see this 
News Survey, Vol. V, p. 396). The temporary agreement 
expired December 31, 1954. 


The temporary agreement reached on June 10, 1953 
by the Patino Mines & Enterprises Consolidated, Inc. and 
the Mining Corporation of Bolivia, acting on behalf of 
the Bolivian Government, reserved for the Patino com- 
pany part of the dollar proceeds realized from its former 
properties after their nationalization, provided that the 
price of tin did not fall below $0.80 per pound. 
These funds were to be paid to the Patino company as 
a contribution toward the compensation for the national- 
ized properties, which was to be determined later. For tin 
prices between $0.80 and $1.215, the percentage of the 
proceeds to be paid to the company ranged from 1 per 
cent to 5 per cent. For prices exceeding $1.215, the 
percentage was to be increased by one for every increase 
of $0.06 in the price. (Spot tin in New York was quoted 
on January 26, 1955 at $0.88% per pound.) 


In August 1953, agreements were reached between the 
Bolivian Mining Corporation and the Hochschild and 
Aramayo mining interests; they were similar to the agree- 
ment with the Patino mining interests. The agreements 
did not determine the amount of compensation that the 
mine owners are ultimately to receive for the properties, 
but merely laid down the terms under which payments 
will be made against final compensation. 


The temporary agreements also covered other metals. 
including lead, zinc, silver, and offgrade tungsten. The 
scale of payments to the companies for these metals is 
based on the net proceeds received by the Bolivian Mining 
Corporation from the sale of ores. No payment is made 
if the proceeds are less than $45 per metric ton of con- 
centrates, but for proceeds exceeding $45, 1/5 of 1 per 
cent is to be paid for each $10. According to this formula, 
2 per cent would be paid on concentrates whose value at 
the smelter was $100 per ton. The maximum amount 
payable is 5 per cent of such receipts. 


The Hochschild group has accepted the Bolivian pro- 
posal to extend the temporary agreement, and the 
Aramayo group is reported to be planning to do so. It 
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has been stated that by December 31, 1954 mining in- 
terests had received $5.765,370 under the agreement. 


Sources: The Wall Street Journal, January 26, 1955 
and August 31, 1953, and American Metal Mar- 
ket. August 7, 1953. New York. N. Y. 


Bolivian Government Purchasing Agency in New York 


A Bolivian Government Central Purchasing Agency. 
through which purchases of equipment and materials in 
the U.S. market will be made, is to be established in New 
York in the near future. Government agencies for which 
this organization will act include the Bolivian Mining 
Corporation, the Bolivian Petroleum Agency (YPFB). 
the Bolivian Development Corporation. and the Bolivian 


Mining Bank. 


The Ministry of National Economy announced that. in 
addition to raw cotton valued at $500,000 acquired under 
the Bolivian-Brazilian trade agreement. Bolivia has pur- 
chased foodstuffs valued at more than $14 million. The 
items purchased include sugar valued at $6.7 million; 
milk products, $3.7 million: rice. $2.4 million; wheat and 
flour, $1.2 million; and lard and edible oils, $351,000. 


In addition, Bolivia has acquired, under the supple- 
mentary $3 million economic assistance grant from the 
United States, wheat and flour valued at $1.7 million and 
lard valued at $0.4 million. The Ministry has opened a 
special account with the Central Bank in which boliviano 
funds obtained from the sale of these commodities are 
to be deposited and eventually employed on development 
projects approved hy the U.S. Foreign Operations Ad- 
ministration. 


Source: Department of Commerce, Foreign Commerce 


W eekly, Washington. D. C.. January 10, 1955. 


Uruguayan 1954-55 Wool Clip 


The 1954-55 Uruguayan wool clip. which had been 
estimated earlier in the season at about 95,000 metric 
tons (see this News Survey, Vol. VII, p. 180), is now 
estimated at 90,500 tons, or less than that of the 1952-53 
season. Thus the 1953-54 clip of 92.000 tons remains the 
highest on record. 


Although a precise production estimate is not available 
for the current season, wool deliveries to Montevideo 
warehouses indicate that the new clip may be from 2/10 
to 9/10 pound per fleece lighter than last season. The 
lighter weights per fleece are attributed to slightly shorter 
staple length and less grease content. Also, the compara- 
tively dry winter, overcrowded pastures, and the wide- 
spread presence of internal parasites are factors con- 
tributing to lower wool yields. The number of sheep 
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shorn is believed to be about the same as a year ago, 
28.3 million. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., January 24, 1955. 


Fund Transactions ee 


The record of exchange transactions published in 
International Financial Statistics, February 1955, shows 
that in November Austria repurchased from the Fund 
schillings in an amount equivalent to US$7.5 million (see 
this News Survey, Vol. VII, p. 210); Ethiopia repur- 
chased Ethiopian dollars equivalent to US$860,000; and 
Germany repurchased deutsche marks equivalent to 
US$3.4 million. 


Fund Trainee Program 


The Fund has announced that its fifth twelve-month 
training program will begin on September 26, 1955, for 
a maximum of 15 qualified persons from the central 
hanks, ministries of finance, or academic institutions of 
member countries. Each candidate must be officially spon- 
sored by a member government. The appropriate appli- 
cation forms and brochures explaining the program in 
detail have been made available to the Governors of the 
Fund, 

Participants in the trainee program are given an op- 
portunity to study the objectives, work, and organiza- 
tion of the Fund, its techniques of research analysis, and 
the economies of different countries and regions through- 
out the world. They also receive specialized training in 
such fields as balance of payments techniques, monetary 
statistics, and foreign exchange problems. It is intended 
that they should return to their respective countries and 
take up employment there which will provide opportuni- 
ties for the maximum utilization of the training received 
at the Fund. 


The Fund provides for the transportation of partici- 
pants in the program and a living allowance of US$275 
per month during the period of training. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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